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GHYHORSPHQWDQGZKHWKHUZDUDJDLQVWSRYHUW\FDQEHZRQRUORVWLQWKHORQJUXQ(\R2PRWRU2UXEXDQG,QRQL

,Q1LJHULD WKH LPSURYHPHQW LQDJULFXOWXUHKDVEHHQPRGHUDWHGHVSLWHGLIIHUHQWDJULFXOWXUDODSSURDFKHV,QIDFW
GLIIHUHQWSURJUDPVDUHEHLQJSUHVHQWHGDQGH[HFXWHGE\WKHJRYHUQPHQWWRHQKDQFHWKHFLUFXPVWDQFHHYHUVLQFHV
7KHVHSURJUDPVLQFOXGHGHQFRXUDJLQJRIPHFKDQL]HGODUJHVFDOHIDUPLQJE\WKHIHGHUDODQGVWDWHJRYHUQPHQW1DWLRQDO
$FFHOHUDWLRQRI)RRG3URGXFWLRQ1$)35LYHU%DVLQ'HYHORSPHQW$XWKRULW\5%'$2SHUDWLRQ)HHGWKH1DWLRQ
2)16WUXFWXUDO$GMXVWPHQW3URJUDPPH6$3DQGVRRQDUHSDUWRIWKHSURJUDPPHVLQWURGXFHG+RZHYHU6$3
ZDVEHLQJLPSOHPHQWHGWRVHUYHDVDQHFRQRPLFOLEHUDOL]DWLRQIRUWKHFRXQWU\/LNHZLVHWKHJRYHUQPHQWHVWDEOLVKHG
WKH$JULFXOWXUDO&UHGLW6FKHPH$&6 WRFDUWHU IRU WKHILQDQFLDODVSHFW2PRWRU2UXEXDQG,QRQL 'HVSLWH
DJULFXOWXUDOVHFWRU¶VHIIRUWVZLWKFKDUDFWHULVWLFVRIOLPLWHGDUHDVXVHGIRUFXOWLYDWLRQORZ\LHOGVDQGOHYHORILQSXWVDV
DUHVXOWRIJRYHUQPHQWGHSHQGHQFHRQPRQRVHFWRUHFRQRP\WKDWLVRLOWKHVHFWRUFDQVWLOOEHVHHQDVDQHQJLQHWKDW
DGGVWRWKHJURZLQJRIWKHRYHUDOOHFRQRP\RI1LJHULD
7KHQDWLRQIDFHGVHYHUDOHFRQRPLFFULVLVZKLFKFDQEHFKDUDFWHUL]HGZLWKPDVVXQHPSOR\PHQWSHUVLVWLQJLQIODWLRQ
UDWH LPPHQVH FRPPXQLW\GHEWEDODQFHRISD\PHQWVGLVHTXLOLEULXPDQGDQ H[WUHPH VKRUWDJHRI IXQGDPHQWDO UDZ
PDWHULDOVEHIRUHWKHHFRQRP\GHUHJXODWLRQE\WKHLQWURGXFWLRQRI6$3LQ-XO\/LNHZLVHGHFOLQHGLQWKHFRXQWU\¶V
PDMRU IRUHLJQ HDUQHU WKDW LV RLO FDQ DOVR EH D IDFWRU UHVSRQVLEOH IRU WKH FULVLV 5HFHQWO\ WKH DJULFXOWXUDO SDUW LQ
GHYHORSLQJQDWLRQVKDYHUHFRUGHGSURIDQHGHFUHDVHVDVIDUDVLWVLQYROYHPHQWWRH[SRUWHDUQLQJVDQGORFDOFRQVXPSWLRQ
7KLVSHUFHSWLRQFDQEHFRQQHFWHGZLWKSROLF\LQDFWLYLW\DPRQJIXUWKHUYDULDEOHV7KH6$3HPEUDFHGLQ1LJHULDLQWKH
VLVDQDSSURDFKPRYHDLPHGDWERRVWLQJDJULFXOWXUHVHFWRU7KHLQWURGXFWLRQRI6$3ZDVWRUHPHG\WKHVLWXDWLRQ
E\UHVWUXFWXULQJDQGGLYHUVLI\LQJWKHSUROLILFEDVHRIWKHHFRQRP\DVWKHPDMRUDLP)XUWKHUPRUHHVWDEOLVKLQJRID
UHDVRQDEOHDQGVXVWDLQDEOHH[FKDQJHUDWHIRUWKHQDLUDZDVSDUWRIWKHREMHFWLYHVWREHDFFRPSOLVKHGWKURXJKWKHNH\
LQVWUXPHQWVRI6$3ZKLFKLQFRUSRUDWHWUDGHOLEHUDOL]DWLRQDQGWDULIIFKDQJHV*ERVL
,QVSLWHRIDOOWKHVHPHDVXUHVWKHVORZJURZWKRIDJULFXOWXUDOVHFWRUFRXOGKDYHFUHDWHGLVVXHVOLNHLQVXIILFLHQWIRRG
IRU WKHSRSXODFH LQDGHTXDWH UDZPDWHULDOV IRU WKH LQGXVWULDO VHFWRUDQGGHFUHDVH LQ LWV IRUHLJQH[FKDQJHHDUQLQJV
+RZHYHUWKHJURZWKUDWHRIDJULFXOWXUDORXWSXWRYHUWKH\HDUVDVHLWKHUEHVWDJQDWHGDQGQHJOHFWHGWRNHHSSDFHZLWK
WKHFRXQWULHVIDVWSRSXODFHJURZWK7KLVUHVXOWHGLQWRVKRUWDJHRIIRRGFRQWLQXRXVVRXULQJIRRGSULFHVDQGPDVVIRRG
LPSRUWDWLRQE\WKHJRYHUQPHQW%DVHGRQWKLVLWLVREYLRXVWKDWWKH1LJHULDQHFRQRP\FDQ¶WDFKLHYHGHVLUHGVXVWDLQDEOH
JURZWK UDWH LQ WKH ORZ DQG DEVHQFH RI DJULFXOWXUDO RXWSXW RI WKH FRXQWU\0RUH VR VLQFH WKH VHULRXV GHFOLQHG RI
DJULFXOWXUDORXWSXWRYHUWKHSDVWWKUHHGHFDGHVFRXOGKDYHEHHQFRQVWLWXWLQJLQWRWKHKLJKLQFLGHQFHRIUXUDOSRYHUW\
7KHUHIRUHQHFHVVLWDWHIRUHQKDQFLQJRIDJULFXOWXUDOSURGXFWLYLW\LQHPHUJLQJQDWLRQVOLNH1LJHULDZKHUHLQGXVWULDO\LHOG
LVDWQHJOLJLEOHOHYHO
,QWKHOLJKWRIWKHVHPHQWLRQHGIDFWVUHVXOWHGWRWKHTXHVWLRQRQZKDWDUHWKHPDFURHFRQRPLFIDFWRUVWKDWDIIHFWV
DJULFXOWXUDORXWSXWLQ1LJHULD"6LQFHWKHHFRQRPLFDQGSK\VLFDOZHOIDUHRIWKHFRXQWU\FDQGHSHQGRQLQFUHDVLQJDQG
VWDELOL]LQJRIDJULFXOWXUDORXWSXWWKURXJKPRUHHIIHFWLYHSROLFLHVWHFKQRORJLHVSURJUDPPHVDQGSUDFWLFHV/LNHZLVH
DJULFXOWXUHUROHVFDQ¶WEHRYHUVWUHVVHGLQWUDQVIRUPLQJWKHHFRQRPLFIUDPHZRUNRIDQ\FRXQWU\JLYHQWKDWLWVHUYHVDV
VRXUFHRIIRRGIRUDQLPDODQGPDQSURYLVLRQRIUDZPDWHULDOVDQGKHOSLQWKHSRYHUW\UHGXFWLRQRIPRVWFRXQWULHV
$OVRLWVHUYHVDVWKHNH\SDUWWKDWRIIHUVHPSOR\PHQWWRWUHPHQGRXVVHJPHQWVRIWKHSRSXODFHDQGDPHDQVWRPDQDJHG
JURZWKRIPRVWHYROYLQJQDWLRQV0RUHVRJRLQJDERXWIRULPSURYHPHQWLQDFRXQWU\¶VHFRQRPLFGHYHORSPHQWDQG
KRZWKHFRXQWU\WHQGVWRDFKLHYHWKHDLPXVLQJDJULFXOWXUHDVWRROLQGHHGUHPDLQVDQDUJXDEOHWRSLF$QWKRQ\
,QSHUFHSWLRQRIWKHDERYHWKHSDSHULQWHQGVWRREVHUYDWLRQDOO\H[SORUHWKHHIIHFWRIPDFURHFRQRPLFVWUDWHJLHVRQ
DJULFXOWXUDO\LHOGLQFRQQHFWLRQWRLWVIXQFWLRQDVVRXUFHRIIRRGDQGIRUHLJQH[FKDQJHHDUQLQJVWRWKHQDWLRQ+HQFH
WKHSULPDU\ IRFXVRI WKHSDSHU LV WR IXUWKHU HYDOXDWHH[SHULPHQWDOO\ WKHYLFLQLW\DQGPHWKRGRI*UDQJHU FDXVDOLW\
EHWZHHQDJULFXOWXUDO\LHOGDQG IRRG LPSRUWYDOXH WRKHOS WKHSROLF\PDNHUV IRUKDYLQJD VXSHULRUNQRZOHGJH LQWR
HFRQRPLFJURZWKDQG WRSODQ LQFRPSHOOLQJHFRQRPLFSROLFLHV)XUWKHUPRUH WKHSDSHU LV LQ ILYH VHJPHQWVZKLFK
LQFOXGHVLQWURGXFWLRQUHYLHZVRIUHODWHGOLWHUDWXUHVGLYLGHGLQWRHPSLULFDODQGWKHRUHWLFDOIUDPHZRUNPHWKRGRORJ\
DQGFRQFOXVLRQZLWKVRPHUHFRPPHQGDWLRQV


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/LWHUDWXUH5HYLHZ
,QWKLVVHFWLRQUHOHYDQWOLWHUDWXUHVDUHUHYLHZHGHPSLULFDOO\DORQJVLGHZLWKWKHRULHVLQOLQHZLWKODUJHQXPEHUVRI
VWXGLHVRQWKHUHODWLRQVKLSRIPDFURHFRQRPLFIDFWRUVDQGDJULFXOWXUH
2.1 Theoretical Review 
7KHDFFRPSOLVKPHQWRIFRPSUHKHQVLYHDQGVXVWDLQDEOHGHYHORSPHQWKDVEHHQWKHPDLQDLPRIPRVWQDWLRQVRIWKH
ZRUOGZKLFKKDVFUHDWHGORWRIFRQVLGHUDWLRQDPRQJWKHGLIIHUHQWVFKRROVRIHFRQRPLFWKRXJKWUHDFKLQJRXWIURPWKH
FODVVLFDO WR WKH QHRYLHZV ,Q WKHGLVFXVVLRQRIJURZWK WKHRU\GHFDGHV WKH QHRFODVVLFDO H[RJHQRXV GHYHORSPHQW
K\SRWKHVLVKDVEHHQWKHSUHYDLOLQJVFKRRORIWKRXJKW7KH6RORZ6ZDQJURZWKPRGHOH[SODLQHGWKDWRXWSXWJURZWK
UDWHLVEDVHGRQWZRH[RJHQRXVIDFWRUVLQWKHORQJUXQZKLFKDUHWHFKQLFDOSURJUHVVDQGJURZWKLQODERXUDQGFDSLWDO
FRQWULEXWLRQV7KLVPRGHOSURYLGHGWKHIHZOLQNVRIPDFURHFRQRPLFIDFWRUVLQIOXHQFHRQRXWSXWJURZWK$VDUHVXOW
RIWKLVPRGHOGHILFLHQFLHVOHGWRWKHGHYHORSPHQWRIRWKHUJURZWKWKHRULHVVXFKDV)HGHU5DPDQG*URVVPDQDQG
0DQNLZ5RPHUDQG:HLOPRGHOVWKDWHQFRPSDVVHVRWKHUH[RJHQRXVYDULDEOHV
+RZHYHUIRUH[DPLQLQJRIWKHUHODWLRQVKLSEHWZHHQPDFURHFRQRPLFYDULDEOHVDQGRXWSXWWKLVSDSHUZLOOSUHVHQW
PRGHOVEDVHGRQ WKHH[LVWLQJ OLWHUDWXUHVZKHUHDSURGXFWLRQIXQFWLRQIUDPHZRUN LQZKLFKFDSLWDO ODERXUH[SRUWV
WHUPVRIWUDGHDQGRWKHUIDFWRUVDUHXVHGDVSRVVLEOHH[SODQDWRU\LQSXWV
2.2 Empirical Review 
6HYHUDOVWXGLHVKDYHEHHQGLUHFWHGWRREVHUYHWKHLQIOXHQFHVRIPDFURHFRQRPLFYDULDEOHVRQDJULFXOWXUHEHFDXVHRI
WKHHVVHQWLDOLW\RIWKLVLVVXHLQWKHJURZWKRIQDWLRQV,QYDULRXVQDWLRQVVLJQLILFDQWUHVHDUFKHIIRUWVVXFKDV6FKXK
7ZHHWHQ*DUGQHU&KDPEHUVDQG-XVW2UGHQDQG)LVKHU.DUJERDQGVR
RQKDYHEHHQJLYHQIRUFRPSUHKHQVLRQRIPDFURHFRQRPLFYDULDEOHVOLQNWRDJULFXOWXUH6FKXKLQWURGXFHGWKH
VLJQLILFDQFHRIWKHLPSDFWVRIPDFURHFRQRPLFVWUDWHJ\IRUDJULFXOWXUHZKHUHDVH[FKDQJHUDWHVZDVFRQVLGHUHGWREH
DV D FKDQQHO RI PDFURHFRQRPLF SROLF\ WUDQVPLVVLRQ WR DJULFXOWXUDO VHFWRU 1HYHUWKHOHVV LW ZDV DUJXHG WKDW WKH
RYHUYDOXDWLRQRIWKHGROODUDQGSROLF\DSSURDFKHVWREDWWOHZLWKWKHZRUVHDGMXVWPHQWSUREOHPVRIDJULFXOWXUHLQ86
LQVUHVXOWHGLQIOXFWXDWLQJRIDYLWDOVKDUHRIWKHWHFKQLFDOFKDQJH¶VEHQHILWVWRWKHFRQVXPHU,QDGGLWLRQLWZDV
GLVFRYHUHGWKDWWKHGHYDOXDWLRQRIWKHGROODUUHFHQWO\FRQVWLWXWHVDNH\VWUXFWXUDOFKDQJHIRU86DJULFXOWXUH6LPLODUO\
%DHNDQG.RRLQYHVWLJDWHGRQWKHLPSDFWVRIWKH86¶VH[FKDQJHUDWHLQFRPHDQGPRQH\VXSSO\DQGLWVPDMRU
WUDGLQJSDUWQHUVRQDJULFXOWXUDOWUDGHEDODQFHXWLOL]LQJDQDXWRUHJUHVVLYHGLVWULEXWHGODJ$5'/PRGHO,WZDVIRXQG
WKDWWKHH[FKDQJHUDWHLVDFUXFLDOGHWHUPLQDQWRIWKHORQJDQGVKRUWUXQWUDGHHTXDOL]DWLRQ¶VPDQQHUV7KH86DQGWKH
WUDGLQJSDUWQHUV¶LQFRPHDQGPRQH\VXSSO\ZDVIRXQGWRKDYHVLJQLILFDQWLQIOXHQFHVERWKLQVKRUWDQGORQJUXQRI86
DJULFXOWXUDOWUDGH,QWKHVDPHPDQQHU%DHNDQG.RRDOVRH[DPLQHGHIIHFWVRIH[FKDQJHUDWHIOXFWXDWLRQVLQ
ORQJDQGVKRUWUXQRQELODWHUDOWUDGHRIDJULFXOWXUDOJRRGVEHWZHHQ86DQGPDMRUWUDGLQJSDUWQHUVXVLQJDQ$5'/
DSSURDFK WR FRLQWHJUDWLRQ ,Q WKH ORQJ UXQ UHVXOWV XQFRYHUHG WKDW ZKLOH 86 DJULFXOWXUDO H[SRUWV DUH H[WUHPHO\
UHVSRQVLYHWRUHFLSURFDOH[FKDQJHUDWHVDQGIRUHLJQLQFRPHWKHFRXQWU\¶VDJULFXOWXUDOLPSRUWVDUHJHQHUDOO\VHQVLWLYH
WRWKH86GRPHVWLFVDODU\0RUHVRERWKWKHELODWHUDOWUDGHUDWHVDQGLQFRPHLQ86DQGLWVWUDGLQJDVVRFLDWHVDUH
IRXQGWREHVLJQLILFDQWO\DIIHFWLQJ86DJULFXOWXUDOLPSRUWVDQGH[SRUWVLQWKHVKRUWUXQ
*LO%HQ.DDELDDQG&KHEELDQDO\VHGWKHHIIHFWRIDOWHUDWLRQVLQWKHILQDQFLDOUHODWHGSROLF\DQGWKHH[FKDQJH
UDWHRQVXSSO\SULFHVDQGH[SRUWVRIDJULFXOWXUDOXVLQJWKHPXOWLYDULDWHFRLQWHJUDWLRQDSSURDFKFRYHULQJDQQXDOGDWD
IURPWR9DULDEOHVVXFKDVLQWHUHVWUDWHH[FKDQJHUDWHVPRQH\VXSSO\LQIODWLRQDJULFXOWXUDORXWSXWDQG
LQSXWSULFHVDJULFXOWXUDOVXSSO\DQGH[SRUWVLQFRPHDQGWKHUDWHRIFRPPHUFLDORSHQQHVVDUHFRQVLGHUHGLQWKHVWXG\
7KH UHVXOWV RI WKH VWXG\ LQGLFDWHG WKDW DOWHUDWLRQV LQ WKH FKRVHQPDFURHFRQRPLF IDFWRUV KDYH DQ LQIOXHQFHRQ WKH
DJULFXOWXUHZKLOHWKHFRQYHUVHLQIOXHQFHGRHVQRWKROG/LNHZLVH$ODJKH[DPLQHGWKHPDFURHFRQRPLFIDFWRUV
OLQNDJHZLWKDJULFXOWXUH LQ ,QGLD)URP WKHH[WHQVLYH UHYLHZRI WKHSDVWZRUNV WKHTXHVWLRQ³LV WKHUHDQDX[LOLDU\
OLPLWDWLRQLQDJULFXOWXUHRUGRHVWKHVHFWRUZRUNLQDIUDPHZRUNLQZKLFKDVGHPDQGULVHVDQGSULFHVULVHVXSSO\UHDFWV
LQWKHFRXQWU\"´HPHUJHG7KLVTXHVWLRQOHGWKHVWXG\WRWKHLQYHVWLJDWLRQRIPDFURHFRQRPLFVWUDWHJ\IDFWRUVHVSHFLDOO\
JRYHUQPHQW VSHQGLQJ DQGPRQH\ VXSSO\ RQ DJULFXOWXUDO SULFHV DQG LQWHUHVW UDWHV$ IUDFWLRQDO HFRQRP\ VWUXFWXUH
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XWLOL]LQJODJVWRKHOSWKHGHWDLOVRIPRGHOZDVXVHGZKLOHD³FDXVDOFKDLQ´PRGHOH[KLELWHGWKHHFRQRPHWULFDOO\ODUJH
YLHZRISROLFLHVHIIHFWRQDJULFXOWXUHLQDQLPSRUWDQWZD\
.DUJERH[DPLQHGLQIOXHQFHVRIILQDQFLDODQGPDFURHFRQRPLFFRPSRQHQWVRQJHQXLQHIRRGSULFHVLQWKH
$IULFD¶VHDVWHUQDQGVRXWKHUQSDUWGXULQJWRHUD7KHVWXG\XVHGFRLQWHJUDWLRQWHFKQLTXHDQGHUURUFRUUHFWLRQ
PRGHOOLQJ(&0WRWHVW WKHORQJUXQDVVRFLDWLRQEHWZHHQIRRGSULFHVDQGWKHVHOHFWHGYDULDEOHVWKDWLPSDFWVRPH
$IULFDQFRXQWULHV¶EHKDYLRU,WZDVIRXQGWKDWIOXFWXDWLRQVLQORFDOIRRGRXWSXWIXVHGZLWKLQFRPHWUDGHH[FKDQJH
UDWH DQG ILQDQFLDO DSSURDFKHV KDYH VLJQLILFDQW LQIOXHQFHV RQ IRRG SULFHV 6LPLODUO\ &ROPDQ DQG 2NRULH 
H[DPLQHGWKHLPSDFWVRIWKHWUDGHDQGLQWHUQDWLRQDOH[FKDQJHDGPLQLVWUDWLRQDSSURDFKHVRI6$3RQDJULFXOWXUDOH[SRUW
LQ1LJHULD6HFXULW\UDWHVDQGIUHTXHQF\SDUDPHWHUDUHXWLOL]HGWRDVVHVVWKHVWUDWHJ\UHVXOWVRYHUWKHSHULRG±
7KHILQGLQJVGHPRQVWUDWHGWKDWWKHVHFXULW\RILPSRUWFRQWHQGLQJVHJPHQWVKDVQRWEHHQHUDGLFDWHGDQGKDV
UHVXOWHGLQWRWKHWD[DVVHVVPHQWRIDOOH[SRUWJRRGVZLWKPDMRUH[WHQWRIVXFKFKDQJHVERUQHE\DJULFXOWXUDOH[SRUWV
7KHIDLOXUHWRNHHSVWHDG\SROLFLHVDQGVOLJKWO\ZHDNZD\WRH[HFXWLRQRIVRPHSROLFLHVOHGWRWKHLQDELOLW\RIWKH6$3
VWUDWHJ\LQVWUXPHQWVWRDFKLHYHLWVDLPV2PRWRU2UXEXDQG,QRQLH[DPLQHGWKHSROLF\FKDQJH¶VLQIOXHQFHRQ
1LJHULD¶V H[SRUWV LQ DJULFXOWXUH 7KH UHVXOW LQGLFDWHG WKDW DJULFXOWXUDO H[SRUW LV IXQGDPHQWDOO\ DIIHFWHG E\ ORFDO
XWLOL]DWLRQ DQG HFRQRPLF OLEHUDOL]DWLRQ 7KXV VXJJHVWHG WKDW VWUDWHJ\ FKDQJHV RQ DJULFXOWXUDO RXWSXW RXJKW WR JR
EH\RQGHFRQRP\OLEHUDOL]DWLRQ
,QWKHVDPHZD\,JDQLJD	8QHPKLOLQH[DPLQHGWKHHIIHFWRI)HGHUDOJRYHUQPHQWIDUPLQJVSHQGLQJRQ
DJULFXOWXUDO\LHOGFRXSOHGZLWKRWKHUIDFWRUVOLNHDJJUHJDWHFRPPHUFLDOFUHGLWVWRDJULFXOWXUHDQQXDODYHUDJHUDLQIDOO
JURZWKUDWHRISRSXODWLRQLQIODWLRQUDWHIRRGLPSRUWDWLRQDQG*'3JURZWKUDWH&RLQWHJUDWLRQDQG(&0ZHUHXVHG
IRUDQDO\]LQJORQJDQGVKRUWUXQHIIHFWVRIWKHYDULDEOHVRQWKHDJULFXOWXUDO\LHOG,WZDVFRQFOXGHGWKDWVDYLQJVLQWKH
DJULFXOWXUHLVYLWDODQGRXJKWWREHDFFRPSDQLHGZLWKVXSHUYLVHGFUHGLWIDFLOLWLHV,QDGGLWLRQIRRGLPSRUWDWLRQVKRXOG
EHEDQLQRUGHUWRHQFRXUDJHORFDOSURGXFHU6LPLODUO\/DZDOVWXGLHGRQWKHOHYHORIJRYHUQPHQWVSHQGLQJRQ
*'3DQGDJULFXOWXUHE\DVLPSOHOLQHDUUHJUHVVLRQ,WZDVIRXQGWKDWJRYHUQPHQWVSHQGLQJIROORZDQLUUHJXODUSDWWHUQ
DQGWKDWWKHLQIOXHQFHRIWKHVHFWRUWR*'3KDVDQLPPHGLDWHFRQQHFWLRQZLWKJRYHUQPHQWILQDQFHWRWKHVHFWRU7KH
VWXG\ WKHUHIRUH UHFRPPHQGHG WKDWJRYHUQPHQW VKRXOG LQFUHDVHKHU ILQDQFLDO SODQ DOORFDWLRQRQ DJULFXOWXUDO VHFWRU
EHFDXVH RI WKH VHFWRU¶V PDLQ UROH WR HFRQRPLF JURZWK DQG GHYHORSPHQW RI QDWLRQV (\R  H[DPLQHG WKH
PDFURHFRQRPLFVWUDWHJLHV¶LPSDFWDGRSWHGRQ\LHOGJURZWKLQ1LJHULD¶VDJULFXOWXUH,WZDVIRXQGWKDWH[FKDQJHUDWH
V\VWHPODWHO\GLGQRWVWLPXODWHWKHVHFWRU¶VH[SRUW,QDOOUHFRPPHQGDWLRQRQPDFURHFRQRPLFDSSURDFKHVWKDWZLOO
OHVVHQ LQIODWLRQ ULVH H[WHUQDO SULYDWH LQYHVWPHQW LQ DJULFXOWXUH SUHVHQW HQFRXUDJLQJ WUDGH UDWHV PDNH FUHGLW RI
DJULFXOWXUH WR KDYHKXJHRXWFRPHRQ DJULFXOWXUDO \LHOG GHYHORSPHQWZRXOG EH KHOSIXO LQ UHYLWDOL]LQJ JRYHUQPHQW
VSHQGLQJLQWKHGLYLVLRQDQGJXDUDQWHHDJULFXOWXUDOSURGXFWLYLW\JURZWKLQFRXQWU\
/LQNDJHVKDVEHHQHVWDEOLVKHGEHWZHHQQDWLRQ¶VJURZWKDQGDJULFXOWXUHVLQFHWKHDJULFXOWXUDOVHFWRU¶VSHUIRUPDQFH
LVEHLQJVHHQDVWKHQRQRLOVHFWRU¶VSURVSHFWVDQGWKHHFRQRP\JHQHUDOO\/LNHZLVHVHYHUDOPDFURHFRQRPLFYDULDEOHV
DQGSROLFLHVKDVEH OLQNHG WR VHFWRUVRXWSXWJURZWKSDUWLFXODUO\RQDJULFXOWXUHEDVHGRQ WKLV VWXG\ UHYLHZHG WKXV
QHFHVVLWDWHLQYHVWLJDWLQJRIPDFURHFRQRPLFIDFWRUVLQIOXHQFLQJDJULFXOWXUDORXWSXWLQ1LJHULD
0HWKRGRORJ\
7KHVWXG\ZDVFRQGXFWHGLQ1LJHULDRQHRIWKHVXE6DKDUD$IULFDFRXQWULHVVLWXDWHGRQWKH*XOIRI*XLQHDLQWKH
ZHVWHUQ$IULFD¶VSDUW7KLVVWXG\XWLOL]HGVHFRQGDU\GDWDUHJDUGLQJWKHVHOHFWHGPDFURHFRQRPLFYDULDEOHVDQG1LJHULD¶V
DJULFXOWXUDORXWSXW$QQXDOGDWDFRYHULQJDUHDQDO\VHGWKURXJKWKHXQLWURRWWHVW*UDQJHUFDXVDOLW\WHVW
DQGUHJUHVVLRQDQDO\VLV7KHGDWDZHUHVRXUFHGWKH:RUOG%DQN'DWDEDVH&HQWUDO%DQNRI1LJHULD6WDWLVWLFDO%XOOHWLQ
DQG$QQXDOILQDQFLDOUHSRUWVRI6WDWLVWLFVRIYDULRXVLVVXHV
3.1 Estimation Procedure and Technique 
$XJPHQWHG'LFNH\)XOOHU$')DQG3KLOLSV3HUURQ33WHVWDUHHPSOR\HGIRUFRQGXFWLQJRIWKHXQLWURRWWHVWIRU
GHWHUPLQLQJWKHRUGHURILQWHJUDWLRQ7KHPRGHOVSHFLILFDWLRQ LV 
<W &&([W&)LW&&ROW&8QHW&,QIW&,QWW8W (1)
:KHUH
<W $JULFXOWXUDORXWSXW
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([W ([FKDQJHUDWH
)LW )RRGLPSRUWYDOXH
&ROW &RPPHUFLDOORDQRQDJULFXOWXUH
8QHW 8QHPSOR\PHQWUDWH
,QIW ,QIODWLRQUDWH
,QWW ,QWHUHVWUDWH
&&&&&&DQG& FRQVWDQWV
8L HUURUWHUP

7DEOHVKRZV9$5ODJRUGHUVHOHFWLRQFULWHULDIRUWKHYDULDEOHV
(QGRJHQRXVYDULDEOHV$*5,&8/785(&200BB/2$1B21B$*5,&(;&+$1*(B5$7(,1)/$7,21B5$7(
)22'B,03257B9$/8(,17(5(67B5$7(81(03/2<0(17B5$7(
/DJ /RJ/ /5 )3( $,& 6& +4
  1$ H   
   H   
   H   
LQGLFDWHVODJRUGHUVHOHFWHGE\WKHFULWHULRQ   

3.2 Empirical Results and Discussion 
3.2.1 Unit Root Test 
$FFRUGLQJWR7DEOHLQDSSHQGL[$WKHXQLWURRWWHVWUHVXOWXVLQJ$')DQG33LQFOXGLQJODJOHQJWKVHOHFWHGE\
6FKZDU]&ULWHULRQ6&DUHERWKDWOHYHODQGILUVWGLIIHUHQFHVRIDOOYDULDEOHV$OOYDULDEOHVUHPDLQVWDWLRQDU\DWILUVW
GLIIHUHQFHDFFRUGLQJWR$')DQG33XQLWURRWWHVW,QVXPPDU\DFFRUGLQJWRWKHWZRPHWKRGVRIXQLWURRWWHVWVZH
FDQFRQFOXGHXVLQJ$')DQG33WKDWDOOYDULDEOHV)RRGLPSRUWYDOXHXQHPSOR\PHQWUDWH&RPPHUFLDOEDQNORDQRQ
DJULFXOWXUHLQWHUHVWUDWHDJULFXOWXUDORXWSXWLQIODWLRQUDWHDQGH[FKDQJHUDWHDUHVWDWLRQDU\DW,
3.2.2 Co-integration Test 
7DEOHLQDSSHQGL[%UHSUHVHQWVWKHFRLQWHJUDWLRQUDQNUWHVWUHVXOWZKLFKLVLQDFFRUGDQFHZLWK$')DQG33XQLW
URRWWHVWRIVWDWLRQDU\OHYHOV7KHUHVXOWUHYHDOHGWKDWDOOWKHYDULDEOHVDUHLQWHJUDWHGDWILUVWGLIIHUHQFHWKDWLV,7KH
UHVXOWVLQGLFDWHGWKDWWKHUHLVORQJUXQUHODWLRQVKLSEHWZHHQWKHYDULDEOHVH[DPLQHG
3.2.3 VECM Analysis 
7DEOH  LQ DSSHQGL[ & SUHVHQWV WKH UHVXOW RI 9(&0 ZKLFK LV VXEMHFW WR FKDQJH LQ DJULFXOWXUH VW FROXPQ
FRPPHUFLDOORDQRQDJULFXOWXUHQGH[FKDQJHUDWHUGIRRGLPSRUWYDOXHWKLQIODWLRQUDWHWKLQWHUHVWUDWHWK
DQGXQHPSOR\PHQWUDWHWK7KHFRHIILFLHQWRIHUURUFRUUHFWLRQWHUPFRQVLVWVRILQIRUPDWLRQDVWRZKHWKHUSDVWDIIHFW
WKHSUHVHQWYDOXHVRIYDULDEOHVXQGHUWKHVWXG\0HDQLQJDQ\VLJQLILFDQWFRHIILFLHQWGHQRWHVWKDWSDVWHTXLOLEULXPHUURU
LQIOXHQFHVWKHRXWFRPHRIWKHSUHVHQW
3.2.4 VECM Test Using Causality 
)XUWKHUPRUHWKHFDXVDWLRQWHVWDQDO\VLVE\XVLQJ9(&0VKRZHGWKDWWKHUHLVQRH[LVWHQFHRIORQJUXQUHODWLRQVKLS
EHWZHHQDJULFXOWXUHDQGWKHH[RJHQRXVYDULDEOHVH[SHFWSUHVHQFHRIRQHZD\FDXVDOLW\EHWZHHQFRPPHUFLDOORDQRQ
DJULFXOWXUHDQGDJULFXOWXUH7KHUHLVDOVRSUHVHQFHRIRQHZD\FDXVDOLW\DPRQJIRRGLPSRUWYDOYHLQIODWLRQUDWHDQG
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LQWHUHVW UDWH 6LPLODUO\ LQWHUHVW UDWH KDV SUHVHQFH RI RQHZD\ FDXVDOLW\ WR H[FKDQJH UDWH DQG FRPPHUFLDO ORDQ RQ
DJULFXOWXUH

3.2.5 Results of Residual Diagnostics (Serial Correlation LM and Heteroskedasticity Test) 

7KH%UHXVFK*RGIUH\VHULDOFRUUHODWLRQ/0WHVWVKRZWKDWQ5 DQGWKH3URE&KL6TXDUHZKLFKLV
 LV LQVLJQLILFDQW7KLVPHDQV WKDW WKHHVWLPDWHGPRGHOKDYHQRDXWRFRUUHODWLRQSUREOHP7KH+DUYH\ WHVWRI
KHWHURVNHGDVWLFLW\ VKRZ WKDW Q5    DQG WKH 3URE&KL6TXDUH ZKLFK LV  LV LQVLJQLILFDQW DQG
LQGLFDWLQJQRKHWHURVNHGDVWLFLW\SUREOHP6LPLODUO\%UHXVFK3DJDQ*RGIUH\WHVWRIKHWHURVFHGDVWLFLW\VKRZWKDWQ5
   DQG WKH SURE&KL6TXDUHZKLFK LV  7KLV WKHUHIRUHPHDQV WKDW WKH HVWLPDWHGPRGHO KDV QR
KHWHURVNHGDVWLFLW\SUREOHP
&RQFOXVLRQ
7KHVWXG\KDVEHHQDEOHWRHVWDEOLVKDORQJUXQUHODWLRQVKLSEHWZHHQWKHDJULFXOWXUDORXWSXWDQGWKHH[SODQDWRU\
YDULDEOH &RPPHUFLDO EDQN ORDQ RQ DJULFXOWXUH LQWHUHVW UDWH LQIODWLRQ UDWH H[FKDQJH UDWH IRRG LPSRUW YDOYH
XQHPSOR\PHQWUDWH7KHVWXG\FRQFOXGHGWKDW&RPPHUFLDOEDQNORDQRQDJULFXOWXUHLQWHUHVWUDWHDQGIRRGLPSRUW
YDOYH DUH VLJQLILFDQW YDULDEOHV WKDW DIIHFW DJULFXOWXUDO RXWSXW LQ1LJHULDZKHUHDV H[FKDQJH UDWH LQIODWLRQ UDWH DQG
XQHPSOR\PHQW UDWH DUH LQVLJQLILFDQW 7KH VWXG\ KHUHE\ UHFRPPHQGHG WKDW DGHTXDWH ILQDQFLQJ RI DJULFXOWXUHZLOO
LPSURYH WKH VHFWRU OLNHZLVH JRYHUQPHQW VKRXOG UHVWUXFWXUH DQGPDNH QHZ SROLF\ WKDWZLOO HQFRXUDJH IDUPHUV WR
SURGXFHPRUHWKDQWKHSUHVHQWVLWXDWLRQ

$SSHQGL[$
7DEOH$')DQG3381,752277(67
9DULDEOH $') 33  
 &RQVWDQW7UHQG&RQVWDQW7UHQG5HVXOW 
DDQGDQG
&RQVWDQW&RQVWDQW
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